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SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen^ 
dation.  This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  replies  of  the  Billings  Vocational-Technical  Center  and  the 
Office  of  Public  Instruction  (OPI)  are  included  in  the  back  of  this 
report. 
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1  The  Office  of  Public   Instruction   revert 
the  overcollected  millage  to  the  state 
General    Fund   in  accordance  with   House 
Bill   94. 

Agency   Reply:      Concur.      See  page  36. 
OPI    Reply:      Concur.      See  page  39. 

2  The  center,    in  consultation  with  the 
Office  of  Public   Instruction,    use  the 
state  central   payroll   system  or  seek 
legislative  authority  to  use  another 
system. 

Agency   Reply:      Concur.      See  page  36. 
OPI    Reply:      Concur.      See  page  39. 

3  Ensure  that  employees  are  paid  on  a 
timely  basis  in  compliance  with  state 
law. 

Agency   Reply:      Do  not  concur.      See  page  36, 
OPI    Reply:      Concur.      See  page  39. 

4A     Ensure  employee  authorizations   for 
payroll   deductions  are  maintained 
on  a  current  basis. 

Agency   Reply:      Concur.      See  page  36. 
OPI    Reply:      Concur.      See  page  39. 

4B     Ensure  all   payroll   computer  programs 
and  changes  are  reviewed   for  propriety 
to  verify  input  accuracy. 

Agency   Reply:      Concur.      See  page  36. 
OPI    Reply:      Concur.      See  page  39. 
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SUMMARY   OF   RECOMMENDATIONS   (Continued) 

Page 

5  Record  all  qualifying  capital   leases  in 
accordance  with  generally  accepted  ac- 
counting  principles.  7 

Agency   Reply:      Concur.      See  page  36. 
OPI    Reply:      Concur.      See  page  40. 

6  Record  expenditure  accruals  as  required 
by  generally  accepted  accounting  princi- 
ples. 8 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

7  The  center  work  with  the  Department 
of  Administration  and  eliminate  intra- 
fund  cash  transactions  at  fiscal  year- 
end.  9 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

8A  Properly  record  DFAFS  authorizations 
and  collections  in  accordance  with  the 
SBAS  Vo-Tech   Procedures  Manual.  10 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

8B    Transfer  any  student  aid   program  cash 
balances   remaining  at  fiscal   year-end 
back  into  the  DFAFS  account.  10 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

9       Establish  the  appropriate  deferral  and 
receivable  for  their  work  order  parts 
outstanding   at  fiscal   year-end   if  appli- 
cable to   the  subsequent  fiscal   year.  11 

Agency    Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

10       Record  all   sales  through  June  30  not 

yet  paid  as  account  receivables.  12 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 


SUMMARY   OF    RECOMMENDATIONS   (Continued) 

Page 

11  Properly  accrue  or  defer  their  revenue 

at  fiscal   year-end.  13 

Agency   Reply:      Concur.      See  page  37. 
OPI    Reply:      Concur.      See  page  40. 

12  The  center  work  with  the  Office  of 
Public   Instruction  to  establish  appro- 
priate administering  agencies  for  its 

accounting  entities.  14 

Agency   Reply:      Concur.      See  page  37. 

OPI    Reply:      Will  take  under  advisement.      See  page  40. 

13  The  center,    in  cooperation  with  the 
Office  of  Public   Instruction  and   Depart- 
ment of  Administration,    develop  expen- 
diture programs  and   budgets  in  com- 
pliance with  generally  accepted  account- 
ing principles.  15 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See  page  40. 

14  Ensure  that  their  fund   structure  is   in 
accordance  with  generally  accepted 

accounting   principles.  16 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See  page  40. 

15  Correct  the  internal   control   problems 

described.  19 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See  page  40. 

16  The  Office  of  Public   Instruction  enforce 
compliance  with   regulations  on  full-time 

equivalent  computation.  20 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See  page  41. 
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COMMENTS 
NTRODUCTION 


We  performed  a  financial  compliance  audit  of  the  Billings 
Vocational-Technical  Center  for  the  fiscal  year  ended  June  30, 
1981.     Our  audit  objectives  were  to: 


1.  Present  an  opinion  on  the  center's  financial  statements 
prepared  in  accordance  with  generally  accepted  account- 
ing   principles    for    the    fiscal    year   ended   June  30,    1981; 

2.  Determine  that  the  center  complied  with  applicable  laws 
and   regulations; 

3.  Verify  enrollment  and  student  contact  hours  reported  by 
the  center;   and 

4.  Make  recommendations  for  improvement  in  the  management 
and  internal  controls  of  the  center. 


The  center  was  included  in  the  audits  of  the  Billings  School 
District  #2  for  fiscal  years  1978-79  and  1979-80. 

Beginning  July  1,  1980,  the  center  adopted  the  capabilities  of 
the  Statewide  Budgeting  and  Accounting  System  (SBAS)  to  provide 
financial  accountability  to  center  management  and  comparability 
between  its  accounting  records  and  those  of  the  other  state 
vocational-technical  centers.  The  center's  payroll  is  processed  by 
the  school  district. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing the  recommendation. 

We  thank  the  center's  director,  the  superintendent  of  schools, 
the  office  of  public  instruction  and  their  staffs  for  their  cooperation 
and  assistance  during  our  audit. 
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CENTER    BACKGROUND   AND   ORGANIZATION 

The  Billings  center  was  designated  as  a  state  vocational- 
technical  center  by  the  legislature  in  1969.  Student  enrollment  in 
spring  of  1981  was  402.  The  student  faculty  ratio,  based  on  1980 
fall  enrollment  figures,  was  12.4  to  1.  The  center  offers  instruc- 
tion in  fourteen  major  programs  as  follows: 


1 .  Accounting/Bookkeeping 

2.  Agricultural  Mechanics 

3.  Air  Conditioning  and   Refrigeration 

4.  Auto  Body   Repair 

5.  Automobile  Mechanics 

6.  Combination  Welding 

7.  Diesel  Mechanics 

8.  Drafting 

9.  Farm  and   Ranch  Management 

10.  Food  Service  Occupations 

11.  Mid-Management 

12.  Nurse  Assistant/Aide 

13.  Practical   Nursing 

14.  Secretarial 


A  separate  audit  report  will  be  issued  on  the  center's  financial 
aid  programs  for  fiscal  years  1978-79,    1979-80,   and  1980-81. 
GENERAL   FUND   REVERSIONS 

House   Bill  94,    enacted    by  the  1981    Legislature,   gave  all  state 
vocational-technical  centers,   through  the  Office  of  Public   Instruction 
(OPI),   a  lump  sum  supplemental   appropriation  of  $235,645  for  fiscal 
year  1980-81   expenditures.     The  bill  stipulates  that  "millage  received 
by   the    centers    from    the    11i   mill    levy  over  $703,274  will    revert  a 
like    amount    of    general     fund."      The    center    distribution    of    the 
estimated  millage  of  $703,274,   illustrated  on  Table  I,   was  determined 
by     OPI     personnel.       Actual    millage    collections    totalled    $715,751. 
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TABLE  I 

Estimated 

and  Actual 

Collec 

:tions 

Per  HB  94 

Estimated 

Actual 

Over 

Millaj 

>e  Per 

1 

Millage 

(Under) 

House  B: 

111  94 

C 

ollections 

Collected 

Billings 

"  $257 

,738 

$265,362 

$  7,624 

Butte 

72 

,900 

79,543 

6,643 

Helena 

78 

,523 

81,813 

3,290 

Missoula 

169 

,454 

173,991 

4,537 

Total  Ove: 

rcollected 

22,094 

Great  Falls 

124 

,659 

115,042 

(9,617) 

Total 

$703 

,274 

$715,751 

$12,477 

Estimated  by  the  Office  of  Public   Instruction 
Source:      Compiled  by  the  Office  of  the  Legislative  Auditor 

The  Office  of  Public  Instruction  (OPI)  should  revert  $12,477 
to  the  state  General  Fund  for  fiscal  year-end  1980-81  millage  over- 
collections.  As  of  November  1981,  the  reversion  had  not  been 
completed. 

If  the  Billings,  Butte,  Helena,  and  Missoula  centers  each 
revert  a  share  of  the  $12,477,  OPI  will  still  report  a  net  over- 
collection  of  $9,617  between  these  four  centers  based  on  their 
original  estimates  of  collections  per  center.  The  OPI  has  not 
decided  whether  to  let  the  four  centers  that  overcollected  their 
millage  keep  the  $9,617  or  transfer  the  overcollection  to  the  Great 
Falls  center's  deficit. 

House  Bill  483,  enacted  by  the  1979  Legislature,  states  "The 
superintendent  of  public  instruction  may  transfer  funds  .  .  . 
between  vocational  education  centers."  Therefore  OPI  would  have 
the  authority  to  transfer  the  $9,617  to  the  Great  Falls  center. 
This  authority  was  not  modified  by  House  Bill  94. 


RECOMMENDATION   #1 

WE  RECOMMEND  THE  OFFICE  OF  PUBLIC  INSTRUCTION 
REVERT  THE  OVERCOLLECTED  MILLAGE  TO  THE  STATE 
GENERAL      FUND      IN     ACCORDANCE     WITH     HOUSE     BILL   94. 

PAYROLL  SYSTEM 

House    Bill  483,     46th     Legislature,     states    that    as    of    July  1, 
1980   .    .    .    personal   service  expenditures  of  the  vocational   education 
centers     shall     be     processed     through     the    central     payroll     system 
established  pursuant  to  section  2-18-401,   MCA. 

Because  the  center  has  certain  unique  payroll  processing 
requirements,  it  did  not  adopt  the  central  payroll  system.  Section 
2-18-401,  MCA,  allows  the  State  Auditor  to  make  exceptions  from 
the  use  of  a  uniform  state  central  payroll  system  for  such  periods 
as  he  determines  necessary.  State  Auditor's  Office  personnel 
stated  that  they  exempted  all  vo-tech  centers  from  using  central 
payroll;  however,  they  could  not  provide  us  with  written  documen- 
tation of  the  exemption.  The  Vo-Tech  SBAS  Procedures  Manual 
prepared  by  the  Department  of  Administration  states  that  all  vo-tech 
employees  will  continue  to  be  paid  through  the  school  district's 
payroll  system. 

There  is  a  conflict  between  legislative  intent,  state  law,  and 
the  Vo-Tech  SBAS  Procedures  Manual  for  processing  the  center's 
payroll  that  should  be  resolved. 


RECOMMENDATION   #2 

WE  RECOMMEND  THE  CENTER  IN  CONSULTATION  WITH  THE 
OFFICE  OF  PUBLIC  INSTRUCTION  USE  THE  STATE  CENTRAL 
PAYROLL  SYSTEM  OR  SEEK  LEGISLATIVE  AUTHORITY  TO 
USE   ANOTHER   SYSTEM. 

Timely  Payment  to  Employees 

Classified/support  employees  for  the  center  are  paid  twelve 
business  days  after  the  end  of  each  biweekly  pay  period.  For 
example,  employees  were  paid  on  September  25,  1981  for  the  pay 
period    beginning   August  29,    1981    and   ending   September  11,   1981. 

Section  39-3-204,  MCA,  requires  that  every  employer  of  labor 
in  the  state  of  Montana  pay  each  employee  within  ten  business 
days  after  the  end  of  each  pay  period.  Business  days  are  legally 
defined  as  all  days  except  Sundays  and  legal  holidays.  If  a  legal 
holiday  falls  on  Sunday,  the  following  Monday  is  not  a  business 
day. 

RECOMMENDATION   #3 

WE     RECOMMEND     THE     CENTER     ENSURE    THAT     EMPLOYEES 

ARE   PAID  ON   A   TIMELY   BASIS    IN   COMPLIANCE  WITH   STATE 

LAW. 

Income  Tax  Withholding 

We  noted  several  problems  in  the  school  district's  handling  of 
tax  withholding  on  the  center's  payroll.  Following  is  a  discussion 
of  the  various  areas  of  concern. 


(1)  Three  of  the  twenty  employees  tested  did  not  have  a 
current  or  signed  W-4  form  in  their  payroll  file.  In 
effect,  the  payroll  department  established  or  changed  the 
withholding  status  and/or  allowances  without  an  employee 
signed  W-4  form.  According  to  federal  tax  laws  if  there 
is  not  a  W-4  form  in  the  file,  withholding  must  be  at 
zero  exemptions.  School  district  personnel  indicated  that 
a  change  in  employees  handling  the  payroll  contributed 
to  the  error. 

(2)  Two  of  the  twenty  employees  tested  had  an  incorrect 
withholding  rate.  One  employee's  withholding  was  wrong 
because  of  an  incorrect  marital  status.  Another 
employee's  withholding  was  incorrectly  based  on  a  ten- 
month  employment  rather  than  twelve  months. 

These  errors  were  caused  by  an  inadequate  review  of 
W-4  information  entered  into  the  computer.  Once  items 
are  input,  there  should  be  a  comparison  to  the  source 
document  by  someone  independent  of  the  input  process 
to  verify  input  accuracy. 

(3)  The  computer  program  used  to  calculate  the  amount  of 
federal  and  state  income  tax  withholding  did  not  read  the 
tax  tables  properly  at  certain  wage  levels.  If  the 
employee  earned  over  the  maximum  amount  on  the  table 
an  additional  percentage  was  not  included  in  total  with- 
holding. 

RECOMMENDATION   #4 

WE   RECOMMEND  THE   CENTER    ENSURE: 

A.  EMPLOYEE  AUTHORIZATIONS  FOR  PAYROLL  DEDUC- 
TIONS  ARE  MAINTAINED  ON   A   CURRENT   BASIS. 

B.  ALL  PAYROLL  COMPUTER  PROGRAMS  AND  CHANGES 
ARE  REVIEWED  FOR  PROPRIETY  TO  VERIFY  INPUT 
ACCURACY. 


ACCOUNTING    ISSUES   AND   FINANCIAL  STATEMENT   ADJUSTMENTS 
We    noted    several    accounting    and    recording    problems    during 
our  audit  testing,   which  resulted  in  financial  statement  adjustments. 
The    majority    of    these    problems    occurred    because    of   the   center's 


unfamiliarity   with   SBAS   and   changing  from  the  cash  to  the  accrual 
basis    of   accounting.      The    center    should    work    with   the   Office  of 
Public  Instruction  to  implement  procedures  to  correct  the  accounting 
problems  described  below. 
Capital   Lease 

The  center  is  currently  making  monthly  payments  on  a  lease/ 
purchase  agreement  for  their  telephone  system.  Each  payment  is 
being  charged  to  current  year  expenditures  within  their  telephone 
budget. 

According  to  generally  accepted  accounting  principles  this 
lease  is  a  capital  lease  because  ownership  transfers  to  the  center 
at  the  lease  termination.  The  leased  equipment  should  be  recorded 
as  an  asset  and  an  obligation  within  the  center's  plant  fund  to 
account  for  the  cost  of  the  asset  and  the  liability  for  future  lease 
payments.  The  asset  should  be  recorded  at  the  equipment  cost 
plus  installation  of  $13,584  and  $5,000,  respectively.  To  record 
expenses  for  this  equipment  the  center  may  record  depreciation 
expense. 

RECOMMENDATION   #5 

WE     RECOMMEND     THE     CENTER     RECORD     ALL     QUALIFYING 
CAPITAL   LEASES    IN   ACCORDANCE  WITH    GENERALLY   ACCEPTED 
ACCOUNTING   PRINCIPLES. 

Expenditure  Accrual 

Under    full    accrual    accounting,     as    outlined    in    the    Vo-Tech 
SBAS  Procedures  Manual  and  generally  accepted  accounting  principles, 
expenditures   are   normally   recorded   when   materials   or  services  are 
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received.  Five  of  seven  accrual  items  we  tested  were  not  valid 
accruals  because  the  material  or  service  had  not  been  received  by 
fiscal  year-end.  This  resulted  in  an  expenditure  overstatement  of 
$3,566  in  the  Current  Unrestricted   Fund. 

RECOMMENDATION   #6 

WE    RECOMMEND  THE   CENTER    RECORD   EXPENDITURE   ACCRUALS 

AS      REQUIRED      BY      GENERALLY     ACCEPTED     ACCOUNTING 

PRINCIPLES. 

Cash   Elimination 

The  Department  of  Administration  established  a  procedure 
automatically  restating  the  cash  in  treasury  account  that  would 
normally  be  used  during  the  fiscal  year-end  adjustment  period. 
This  procedure,  as  outlined  in  Management  Memo  2-81-1,  was 
intended  to  avoid  misstatement  of  cash  on  the  balance  sheet  at 
June  30. 

During  the  fiscal  year-end  1980-81  adjustment  period,  state 
agencies  continued  to  pay  fiscal  year  1980-81  claims,  reducing  the 
June  30  cash  balance.  The  procedure  established  by  the  Depart- 
ment of  Administration  eliminated  the  majority  of  entries  to  cash 
accounts  by  recording  an  accounts   receivable  or  payable. 

By  using  this  procedure  certain  fund  liabilities  and  assets  are 
inflated.  Consequently  the  center  overstated  their  receivables  and 
payables  within  the  Current  Unrestricted  Fund  by  $87,655  at 
June  30,  1981.  The  center  should  eliminate  cash  restatement 
transactions  within  funds. 


RECOMMENDATION  #7 

WE  RECOMMEND  THE  CENTER  WORK  WITH  THE  DEPARTMENT 
OF  ADMINISTRATION  AND  ELIMINATE  INTRAFUND  CASH 
TRANSACTIONS   AT    FISCAL   YEAR-END. 

DFAFS   Funded   Programs 

The  center's  student  financial  aid  programs  are  funded  through 
the    Departmental     Federal    Assistance    Financing    System    (DFAFS). 

The  center  properly  established  a  receivable  from  the  federal 
government  and  a  fund  balance  account  for  the  unexpended  balance 
of  the  initial  financial  aid  authorization  at  the  beginning  of  fiscal 
year  1980-81  in  the  DFAFS  account.  However,  when  the  funds 
were  received,  the  receivable  and  unexpended  balance  were  not 
reduced.  Instead,  the  funds  were  deposited  directly  into  the 
accounting  entities  established  for  the  various  financial  aid  pro- 
grams. The  DFAFS  account  was  not  used  by  the  center  for  the 
rest  of  the  fiscal  year.  This  resulted  in  overstating  the  above 
receivable  and  unexpended  balance  accounts  by  $101,033  within  the 
Agency   Fund  on  SBAS  at  June  30,    1981. 

According  to  the  SBAS  Vo-Tech  Procedures  Manual,  the  initial 
accounting  for  all  awards  and  authorizations  made  to  a  center  must 
flow  through  a  DFAFS  accounting  entity  on  SBAS.  As  funds  for 
these  programs  are  received,  they  are  to  be  deposited  into  DFAFS 
and  subsequently  transferred  to  the  various  financial  aid  programs 
as  needed. 

The  manual  on  Accounting,  Recordkeeping  and  Reporting  by 
Colleges    and    Universities    for    Federally    Funded    Student    Financial 


Aid  Programs  contains  a  recommended  accounting  policy  that  any 
cash  balances  remaining  in  the  student  aid  programs  at  fiscal 
year-end  be  transierred  back  into  the  DFAFS  account.  The  center 
did  not  transfer  the  following  cash  balances  to  the  DFAFS  account 
at  fiscal  year-end  1980-81: 


College  Work  -  Study  $     873 

Supplemental   Education  Opportunity  Grant  $     300 

Pell   Grant  $3,128 


RECOMMENDATION   #8 

WE   RECOMMEND  THE  CENTER: 

A.  PROPERLY       RECORD      DFAFS      AUTHORIZATIONS      AND 
COLLECTIONS    IN   ACCORDANCE  WITH   THE   SBAS   VO-TECH 
PROCEDURES  MANUAL. 

B.  TRANSFER   ANY   STUDENT   AID   PROGRAM   CASH    BALANCES 
REMAINING     AT     FISCAL     YEAR-END     BACK     INTO     THE 
DFAFS  ACCOUNT. 

Unrecorded  Work  Order  Receivables 

The  air  conditioning  and  refrigeration,  auto  body,  auto  mech- 
anics, welding,  and  diesel  mechanics  programs  maintain  work  order 
systems  for  projects  in  process.  Students  in  these  programs 
service  and  repair  items  received  from  faculty  members,  students, 
and  outside  sources  as  part  of  their  training. 

When  the  parts  for  the  projects  are  purchased  they  are 
expensed  and  charged  to  a  work  order.  The  cost  of  these  parts 
is  charged  to  the  customer  at  a  15  percent  markup  when  the  work 
is  complete  and  picked  up  at  the  center. 
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At  fiscai  year-end  1980-81,  $9,949  worth  of  parts  had  been 
purchased  on  outstanding  work  orders.  Either  the  work  order 
item  was  complete  and  not  paid  for  or  the  work  was  only  partially 
complete.  The  center,  in  attempting  to  match  revenue  and  expen- 
ditures, eliminated  the  $9,949  expenditure  and  recorded  the 
purchases  as  an   "other  prepayment." 

To  avoid  reducing  expenditures  the  center  should  record  a 
deferred  charge  when  the  parts  are  purchased  if  applicable  to  the 
subsequent  fiscal  year  when  feasible.  At  fiscal  year-end,  the 
center  should  establish  a  receivable  and  a  related  deferred  revenue 
for  the  amount  of  any  outstanding  work  order  parts  plus  markup. 
Failing  to  do  this  at  June  30,  1981  resulted  in  an  understatement 
in  these  accounts  of  $11,442  within  the  Current  Designated  Fund 
on  SBAS. 

RECOMMENDATION  #9 

WE  RECOMMEND  THE  CENTER  ESTABLISH  THE  APPROPRIATE 
DEFERRAL  AND  RECEIVABLE  FOR  THEIR  WORK  ORDER 
PARTS  OUTSTANDING  AT  FISCAL  YEAR-END  IF  APPLICABLE 
TO  THE  SUBSEQUENT   FISCAL  YEAR. 

Unrecorded   Bookstore  Receivables 

The    amount    of    bookstore    charge    sales    not   paid   by   June  30, 
1980,   should  have  been  recorded  as  accounts  receivable  and  revenue. 
It    is    the  center's   policy  that   billings   be   prepared   monthly  with   a 
month-end   cutoff  date.      However,    bookstore  charge  slips  were  not 
posted    to    the    accounts     receivable    subsidiary    detail    ledger    and 
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billings   were   not   prepared   on   a    regular  and  timely  basis  in  accor- 
dance with  center  policy. 

The  July  1,  1980,  bookstore  account  receivable  amount  estab- 
lished on  SBAS  as  a  beginning  balance  did  not  include  all  sales 
made  on  or  before  June  30,  1980.  Because  of  this  beginning 
bookstore  account  receivable,  beginning  fund  balance,  and  fiscal 
year  1980-81  revenues  are  misstated  by  $1,102  within  the  Current 
Auxiliary   Fund. 

RECOMMENDATION  #10 

WE  RECOMMEND  THE  CENTER  RECORD  ALL  SALES  THROUGH 

JUNE  30  NOT  YET  PAID  AS  ACCOUNT  RECEIVABLES. 

Uncleared  Collections 

At  fiscal  year-end  1980-81,  the  center  accrued  and  deferred 
revenue  for  bookstore  and  tuition,  respectively.  Bookstore  accounts 
receivable  were  incorrectly  recorded  by  increasing  the  uncleared 
collections  account  rather  than  revenue.  This  error  understated 
revenue  and  overstated  liabilities  at  fiscal  year-end  1980-81  by 
$4,299. 

The  tuition  accounts  receivable  at  June  30  reported  in  the 
Earmarked  Revenue  Fund  represented  summer  quarter  fees.  These 
fees  were  initially  recorded  as  uncleared  collections  within  the 
Earmarked  Revenue  Fund  to  be  subsequently  transferred  into  the 
Current  Unrestricted  Fund.  Amounts  transferred  to  the  Current 
Unrestricted  Fund  that  represented  summer  quarter  fees  were 
properly    recorded    as    Receipts    Collected    in    Advance.       At    fiscal 
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year-end  any  tuition  receivable  remaining  in  the  Earmarked  Revenue 
Fund  should  be  recorded  as  a  receivable  and  deferred  revenues  in 
the  Current  Unrestricted  Fund.  Therefore,  at  June  30,  1980,  Due 
from  Other  Accounting  Entity  and  Receipts  Collected  in  Advance 
accounts  were  understated  by  $11,800  within  the  Current 
Unrestricted     Fund.       At    June  30,     1981    the    amount    was    $6,800. 

RECOMMENDATION  #11 

WE  RECOMMEND  THE  CENTER  PROPERLY  ACCRUE  OR  DEFER 

THEIR  REVENUE  AT  FISCAL  YEAR-END. 

Cash  Transfer 

The    Office    of    Public    Instruction    (OPI)    is    the    administering 
agency  for  nine  of  the  center's  accounting  entities.      These  account- 
ing   entities    include    millage    and    tuition,    federal    funds,     primary 
operations  pool,   and  all  financial  aid  programs. 

As  the  administering  agency,  all  of  the  center's  cash  balances 
within  these  entities  at  year-end  automatically  transferred  to  OPI 
during  the  SBAS  closing  process.  This  resulted  in  the  under- 
statement of  cash  and  fund  balance  of  $164,867  in  the  Current 
Unrestricted  Fund  and  $2,807  in  the  Current  Restricted  Fund. 
Cash  and  Due  to  Federal  Government  were  understated  by  $3,128 
in  the  Agency   Fund. 

The   center   should   work   with   the   Office  of   Public    Instruction 
to  establish  the  appropriate  administering  agency  for  these  account- 
ing   entities    and    report    the    cash    on    its    own    accounting    records. 
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RECOMMENDATION   #12 

WE  RECOMMEND  THE  CENTER  WORK  WITH  THE  OFFICE  OF 
PUBLIC  INSTRUCTION  TO  ESTABLISH  APPROPRIATE  ADMIN- 
ISTERING  AGENCIES    FOR    ITS   ACCOUNTING    ENTITIES. 

FINANCIAL   STATEMENT    REPORTING 

Following    is    a    discussion    of    adjustments    we    recommend    the 
center,    in    cooperation    with    the    Department   of   Administration    and 
OPI,   make  to  the  center's  accounting   records  and  the  SBAS  Vo-Tech 
Procedures    Manual    to    comply    with    generally    accepted    accounting 
principles. 

Expenditure  Programs 

Montana's   vocational-technical    centers   have  only   one  expendi- 
ture program,    "Vo-tech  operations."     Programs  are  used  to  identify 
the     basic     purposes     for     which     moneys     have     been     expended. 
Generally    accepted    accounting    principles    require    the   reporting   of 
expenditures    by    function.      The   center's   financial    statements   must 
be     prepared     in     accordance     with     generally     accepted     accounting 
principles  as  detailed   in  College  and   University  Business  Administra- 
tion   (CUBA).       Restructuring    SBAS    to   provide   for   more   than   one 
expenditure  program  would  facilitate  the  financial   statement  prepara- 
tion and  provide  detailed  management  information. 

The  expenditure  categories  required  by  generally  accepted 
accounting  principles  are  Instruction,  Research,  Public  Service, 
Academic  Support,  Student  Services,  Institutional  Support,  Opera- 
tion and  Maintenance  of  Plant,  Scholarships  and  Fellowships, 
Transfers,   and  Auxiliary. 
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The  center  budgets  all  expenditures  by  using  a  program 
concept  rather  than  by  category  in  accordance  with  state  appro- 
priation and  OPI    requirements. 

Section  20-7-323,  MCA,  defines  the  three  budget  categories  to 
be  used  by  post  secondary  vocational-technical  centers  as: 

1)  maintenance  and  operation, 

2)  construction, 

3)  ancillary  services. 

To  provide  center  management  with  useful  budget  information,  the 
budgets  should  be  reported  by  functions  as  shown  by  the  expendi- 
ture categories  listed  above. 

The    Superintendent    of    Public    Instruction,    as    sole    authority 
for  the  center's  programs  and  budget  approval,   should   seek  changes 
to    the     law    on     program    and     budget    categories    to    comply    with 
generally  accepted  accounting  principles. 

RECOMMENDATION   #13 

WE  RECOMMEND  THE  CENTER,  IN  COOPERATION  WITH  THE 
OFFICE  OF  PUBLIC  INSTRUCTION  AND  DEPARTMENT  OF 
ADMINISTRATION,  DEVELOP  EXPENDITURE  PROGRAMS  AND 
BUDGETS  IN  COMPLIANCE  WITH  GENERALLY  ACCEPTED 
ACCOUNTING   PRINCIPLES. 

Fund  Structure 

The    center's    state    appropriations,     millage    and    tuition,    and 
federal  funds  are  initially   recorded   in  the  SBAS  General,    Earmarked 
Revenue,     and    Federal    and    Private    Revenue    Funds,    respectively. 
Subsequently,     this    money    is    transferred    to    the    center's    current 
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funds  to  cover  expenditures.  Generally  accepted  accounting 
principles  for  vocational-technical  centers  does  not  allow  the  use  of 
the  General,  Earmarked  Revenue,  and  Federal  and  Private  Revenue 
Funds. 

Sources  of  financing  for  post  secondary  vocational-technical 
center  budgets,  as  described  by  section  20-7-324,  MCA,  should  be 
accounted  for  initially  by  the  Office  of  Public  Instruction  (OPI)  in 
the  General  Fund,  Earmarked  Revenue  Fund,  or  Federal  and 
Private  Revenue  Fund,  as  appropriate.  OPI  would  then  make 
transfers  from  these  funds  to  the  center's  current  funds  to  cover 
expenditures.  Other       financing       sources       not       covered       by 

section  20-7-324,  MCA,  such  as  the  Additional  (Voted)  Levy  (sec- 
tion 20-7-326,  MCA),  student  financial  aid  money  or  other  money 
not  distributed  through  OPI  to  the  center,  could  be  recorded  in 
the  appropriate  fund   in  the  center's  accounting   records. 

RECOMMENDATION   #14 

WE     RECOMMEND     THE    CENTER     ENSURE    THAT    THEIR     FUND 
STRUCTURE    IS    IN    ACCORDANCE  WITH   GENERALLY   ACCEPTED 
ACCOUNTING   PRINCIPLES. 

INTERNAL   CONTROL    REVIEW 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  center's  system  of  internal  accounting  control  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature,  timing,  and 
extent  of  other  auditing  procedures  necessary  for  expressing  an 
opinion  on  the  financial  statements  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial   statements. 
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The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
accounting  control  should  not  exceed  benefits  derived  and  also 
recognizes  that  the  evaluation  of  these  factors  necessarily  requires 
estimates  and  judgments  by  management. 

Our  study  and  examination  of  the  center's  system  of  internal 
accounting  control  for  fiscal  year  1980-81  would  not  necessarily 
disclose  all  weaknesses  in  the  system  because  it  was  based  upon 
selective  tests  of  accounting  records  and  related  data.  Our  study 
and  evaluation  did  disclose  a  condition  that  we  believe  to  be  a 
material  weakness  in  the  internal  accounting  controls  established 
by  the  center.  We  discuss  this  weakness  in  the  following  para- 
graphs. 

Equipment  Controls 

The  center  does  not  have  adequate  physical  or  accounting 
controls  over  its  equipment.  Section  17-1-102(2),  MCA,  requires 
all  state  agencies  to  have  an  adequate  property  management  system. 
The  center  should  also  have  an  adequate  system.  Prior  to  fiscal 
year  1980-81,  the  center's  major  equipment  purchases,  items  over 
4>300,  were  recorded  on  a  computer  printout  by  the  school  district. 
The  printout  included  such  information  as  transaction  date,  value 
assigned,  claim  number,  and  supplier.  These  records  did  not 
provide    information    to   trace   to   the   center's   equipment   listing   and 
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subsequently  to  the  item's  physical  existence.  Because  of  the  lack 
of  records,  it  was  not  practical  for  us  to  audit  the  dollar  amount 
of  the  center's  equipment.  Therefore,  our  testing  was  limited  to 
tests  of  physical  controls  over  center  equipment. 

Problems  noted   in  physical  controls  are  outlined  below: 


(1)  Four  out  of  a  sample  of  fifteen  equipment  items  were  not 
tagged.  To  insure  proper  controls  over  equipment 
items,  an  identifying  tag  number  may  be  attached  to  the 
item.  If  tags  were  not  used,  another  method  should  be 
used  to  ensure  proper  control  and  accountability  over 
equipment  items. 

(2)  The  inventory  sheets  of  equipment  items  maintained  by 
the  center  did  not  always  include  all  necessary  infor- 
mation regarding  the  assets.  For  example,  the  listing 
did  not  include  the  cost  of  the  item,  the  location  tag 
number,  and  serial  numbers  for  all  items.  According  to 
rules  established  by  the  Office  of  Public  Instruction 
(section  10.41.127,  ARM),  each  institution  must  maintain 
a  current  inventory  of  equipment  initially  costing  $300  or 
more  which  was  purchased,  leased,  or  rented  with  federal/ 
state  vocational  funds. 

(3)  In  two  cases,  equipment  included  on  the  inventory 
listing  could  not  be  located  during  our  physical  inventory 
testing.  In  these  situations,  the  items  had  been  discarded 
or  sold,  yet  were  not  removed  from  the  inventory  listing. 
In  another  case,  an  item  was  obsolete  and  no  longer 
used  by  the  center,  yet  was  still  stored  at  the  center. 
This  item  should  be  disposed  of  and  removed  from  the 
inventory. 

(4)  Section  10.41.127,  ARM,  also  requires  that  center  equip- 
ment as  described  in  item  (2)  above  be  marked  or  identi- 
fied to  make  it  easily  distinguishable  from  equipment 
purchased  with  funds  other  than  vocational  education 
funds.  Without  a  current,  identifiable,  and  complete 
equipment  inventory,  the  center  is  not  able  to  comply 
with  this  rule. 


Other  Controls 

Following    are    additional    internal    control    weaknesses    that    we 
believe  warrant  management  attention. 
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Center  Policy 

(1)  The  center  maintains  a  policy  to  determine  accuracy  of 
each  invoice  prior  to  making  payment.  Our  testing 
revealed  that  certain  invoices  were  overpaid.  This 
policy  should  be  reviewed  and  corrected  or  updated  to 
ensure  payment  only  of  the  amount  due. 

(2)  The  center's  policy  is  to  require  written  authorization 
for  every  gas  purchase  and  return  of  the  invoice  copy 
for  subsequent  verification  to  the  vendor's  statement. 
In  four  of  eight  invoices  for  gas  purchases  tested,  there 
was  not  an  "authorization  for  gas  purchase"  form  attached 
Also,  some  gas  transactions  were  not  supported  by 
invoice  copies.  To  avoid  possible  overpayment,  each  gas 
purchase  should  be  substantiated  by  an  authorization 
and  the  invoice  charge  slip  as  support  for  payment  of 
the  vendor's  statement. 

Cash  and   Property  Security 

(1)  The  center's  security  over  its  cash  and  property  should 
be  adequate  to  deter  theft  and  vandalism. 

Since   November   1980   the   center   has   been   burglarized  in 
three  separate  instances.      During  one  of  these  break-ins, 
the    vault    within    the    administration   offices   was   entered. 
This    robbery    resulted    in    a    loss    of   over    $820    worth   of 
cash  and  bookstore  inventory. 

Food  Service   Receipts 

(1)  The  food  service  cashier  reconciles  daily  cash  receipts  to 
the  cash  register  tape  and  takes  the  cash  to  the  Adminis- 
tration Office  to  be  receipted  after  each  meal.  The  cash 
receipts  should  be  counted  in  front  of  the  food  service 
person  and  a  receipt  form  issued  immediately  for  the 
amount  of  cash   received. 


RECOMMENDATION   #15 

WE      RECOMMEND     THE     CENTER     CORRECT     THE     INTERNAL 

CONTROL   PROBLEMS   DESCRIBED   ABOVE. 

STATE   COMPLIANCE 

•    The    matters    described    below    represent    non-compliance    with 

state    law,    Administrative    Rules    of    Montana    (ARM),    or    legislative 

appropriation   intent. 
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Student  Contact  Hours 

Section  10.41.101  ARM  states  that  calculation  of  a  full-time 
equivalent  student  equals  two  hundred  and  fifty  (250)  classroom 
contact  hours  per  quarter.  The  Billings  center  calculates  student 
contact  hours  based  on  the  number  of  students  on  the  12th  day 
enrollment  report  as  their  student  full-time  equivalent  (FTE) 
rather  than  dividing  by  250  hours.  The  following  is  a  schedule  of 
student  full-time  equivalents  reported  by  the  center  compared  to 
the  calculated  full-time  equivalent  students  required  by  state 
regulations. 

Student  FTE 


Reported  ., 

Cc 

ilculated 

2 

by_ 

Center 
182 

FTE 

Di 

fference 

Summer  1980 

230 

48 

Fall   1980 

385 

521 

136 

Winter  1981 

409 

552 

143 

Spring  1981 

402 

540 

138 

ry   Includes  part-time  and   full-time   students. 

Reported   student   contact  hours   divided  by  250   contact  hours   as 
required  by  section  10.41.101  ARM. 


Student  contact  hours  are  used  to  determine  legislative  fund- 
ing and  provide  comparability  between  centers.  Therefore,  the 
OPI  should  enforce  the  ARM  section  regarding  computation  of 
full-time    equivalents    and   ensure   consistency   between   the   centers. 

RECOMMENDATION   #16 

WE  RECOMMEND  THE  OFFICE  OF  PUBLIC  INSTRUCTION 
ENFORCE  COMPLIANCE  WITH  REGULATIONS  ON  FULL-TIME 
EQUIVALENT   COMPUTATION. 
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FEDERAL   COMPLIANCE 

The  center  received  federal  vocational  education  funds  from 
the  Office  of  Public  Instruction  and  federal  Comprehensive  Employ- 
ment Training  Act  (CETA)  moneys  during  our  audit  period.  These 
grants  were  included  in  our  expenditures  testing.  Because  the 
CETA  program  was  audited  on  a  statewide  basis  by  other  auditors, 
we  did  not  duplicate  their  compliance  testing.  Nothing  came  to  our 
attention  indicating  possible  non-compliance  in  items  not  tested. 
SUMMARY 

Several  of  the  comments  and  recommendations  in  this  report 
result  from  a  lack  of  policy  direction  from  the  Office  of  Public 
Instruction  and  questions  as  to  which  state  laws  and  regulations 
are  applicable  to  the  center.  These  and  other  concerns  would  be 
resolved  if  there  were  a  clarification  of  the  center's  status  as  a 
state  agency  and  the  applicability  of  various  state  laws  and  policies 
to  the  center. 
RECOMMENDATIONS   OF   PRIOR   AUDIT 

The  center  was   last  audited  as  part  of  the  audit  of  the  Billings 
School   District  No.   2  for  fiscal  year  1979-80.     The  report  contained 
eight     recommendations     applicable    to    the     center.       Of    the    eight 
recommendations,    seven    have   been    implemented   or   partially   imple- 
mented,  and  one  has  not  been   implemented. 

The  center  has  not  taken  adequate  corrective  action  in  estab- 
lishing equipment  accounting  controls.  This  is  addressed  on 
page  17  of  this  report. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHNW.  NORTHEY 
JAMES  H.  GILLETT,  C.P.A.  staff  legal  counsel 

ACTING  LEGISLATIVE  AUDITOR 


The   Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Balance  Sheet  of  the  Current  Funds 
and  the  Agency  Fund  of  the  Billings  Vocational-Technical  Center 
as  of  June  30,  1981,  and  the  related  Statements  of  Changes  in 
Fund  Balances  and  Current  Fund  Revenues,  Expenditures,  and 
Other  Changes  of  the  Current  Funds  for  the  year  then  ended. 
Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary  in  the  circumstances. 

The  center  does  not  maintain  adequate  accounting  records  for 
its  fixed  assets.  Accordingly  a  Plant  Fund,  which  is  required  by 
generally  accepted  accounting  principles,  is  not  included  in  the 
financial   statements. 

The  center  kept  its  records  and  has  prepared  its  financial 
statements  for  previous  years  on  the  cash  basis  with  no  recognition 
having  been  accorded  accounts  receivable,  accounts  payable,  or 
accrued  expenses.  At  the  beginning  of  the  year  the  center  adopted 
the  full  accrual  basis  of  accounting.  The  July  1,  1980  fund  bal- 
ance was  restated  through  prior  period  adjustments  for  material 
differences    between    reporting    on    the    cash   and   accrual    basis.      It 
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was  not  practicable  to  determine  what  adjustments  would  be  neces- 
sary in  the  financial  statements  of  the  preceding  year  to  restate 
results  of  operations  in  conformity  with  the  accounting  principles 
used   in  the  current  year. 

In  our  opinion  the  Balance  Sheet,  all  Current  Funds  and  the 
Agency  Fund,  the  Statement  of  Changes  in  Fund  Balances  -  Current 
Funds,  and  the  Statement  of  Current  Fund  Revenues,  Expenditures, 
and  Other  Changes  -  Current  Funds,  present  fairly  the  financial 
position  of  such  funds  of  Uie  Billings  Vocational-Technical  Center 
as  of  June  30,  1981,  and  the  changes  in  fund  balances  and  the 
current  fund  revenues,  expenditures,  and  other  changes  for  the 
year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles. 

Our  examination  was  made  for  the  purpose  of  forming  an  opin- 
ion on  the  basic  financial  statements  taken  as  a  whole.  The 
Schedule  of  Full-Time  Equivalent  (FTEs)  Students  is  presented  for 
purposes  of  additional  analysis  and  is  not  a  required  part  of  the 
basic  financial   statements. 

The  center  reported  the  number  of  students  on  the  12th  day 
enrollment  report  as  their  full-time  equivalent  students.  State 
regulations  require  that  calculation  of  a  full-time  equivalent  student 
equals  250  classroom  contact  hours  per  quarter.  Because  of  this 
non-compliance,  reported  full-time  equivalent  students  for  summer 
1980,  fall  1980,  winter  1981,  and  spring  1981  on  the  Schedule  of 
FTE's    are    understated     by    48,     136,     143,    and    138,     respectively. 
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The  schedule  has  been  subjected  to  the  auditing  procedures 
applied  in  the  examination  of  the  basic  financial  statements;  and  in 
our  opinion,  because  of  the  effect  of  the  matter  discussed  in  the 
preceding  paragraph,  the  schedule  referred  to  above,  is  not  fairly 
stated  in  all  material  respects  in  relation  to  the  basic  financial 
statements  taken  as  a  whole. 

Respectfully  submitted, 


James  H.    Gillett,   CPA 
Acting   Legislative  Auditor 


October  9,    1981 
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BILLINGS  VOCATIONAL-TECHNICAL  CENTER 


ASSETS 
Cash 

Accounts  Receivable 
Inter-Entity  Loans  Receivable 
Deferred  Charge 
Deferred  Accounts  Receivable 
Merchandise  Inventory 
Total  Assets 


LIABILITIES  AND  FUND  BALANCES 
Accounts  Payable 
Accrued  Expenditures 
Receipts  Collected  in  Advance 
Inter-Entity  Loans  Payable 
Due  to  Federal  Government 
Deposits  Held  in  Custody  for  Others 
Fund  Balance , 

Total  Liabilities  and  Fund  Balances 


BALANCE  SHEET 

JUNE 

30,  1981 
CURRENT 

FUNDS 

Unrestricted 

Designated 

Auxiliary 

Restricted 

Agency  Funds 

$149,215 

$20,797 

$15,990 

$23,569 

$5,557 

24,461 

169 

6,695 
100 

101,259 

9,948 
11,442 

24,077 
$46,862 

3,600 

$274,935 

$42,356 

$27,169 

$5,557 

$174,203 

$  9,376 

$  2,646 

$32,596 

$    7 

20,500 

2,403 

28,175 

11,442 
100 

3,128 
2,422 

52,057 

21,438 
$42,356 

44,216 
$46,862 

(7,830) 
$27,169 

$274,935 

$5,557 

See  accompanying  Summary  of  Significant  Accounting  Policies  and  Notes  to  Financial  Statements. 
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BILLINGS  VOCATIONAL-TECHNICAL  CENTER 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  1981 

CURRENT  FUNDS 


REVENUES: 
Unrestricted  Current  Fund  Revenues 
Federal  Grants  and  Contracts  -  Restricted 
Private  Gifts,  Grants,  &  Contracts  -  Restricted 
Total  Revenues 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Educational  and  General  Expenditures 
Auxiliary  Enterprises  Expenditures 
Indirect  Costs  Recovered 
Expended  for  Equipment 

Total  Expenditures  and  Other  Deductions 

Net  Increase  (Decrease)  for  the  Year 

Fund  Balance  at  Beginning  of  Year 

Prior  Period  Adjustments 

Adjusted  Fund  Balance  at  Beginning  of  Year 

Fund  Balance  at  End  of  Year 


Unrestricted 

Restricted 

$1,454,476 

$238,948 
1,718 

1,454,476 

240,666 

1,314,824 
76,987 

26,772 

245,073 
615 

1,418,583 

245,688 

35,893 
89,499 
(7,681) 
81,818 
$  117,711 

(5,022) 

1,823 

(4,631) 

(2,808) 

$  (7,830) 

See  accompanying  Summary  of  Significant  Accounting  Policies  and  Notes  to  Financial 
Statements . 
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BILLINGS  VOCATIONAL-TECHNICAL  CENTER 
STATEMENT  OF  CURRENT  FUND  REVENUES, 


EXPENDITURES,  AND  OTHER  CHANGES 
FISCAL  YEAR  ENDED  JUNE  30,  1981 


CURRENT  FUNDS 


Unrestricted   Designated   Auxiliary   Restricted 


1,210,804 


887,751 
73,144 
65,407 

141,410 


$160,483 


160,483 


147,112 


REVENUES : 
Tuition  -  Millage  $   442,204 

State  Appropriations  563,578 

Federal  Grants  &  Contracts  205,022 

Local  Appropriations 
Private  Gifts,  Grants,  &  Contracts 
Sales  &  Services  of  Educational 

Activities 
Sales  &  Services  of  Auxiliary 

Enterprises  

Total  Revenues 

EXPENDITURES: 
Educational  and  General 
Instruction 
Student  Services 
Institutional  Support 
Operation  &  Maintenance  of  Plant 

Scholarships  &  Fellowships       

Educational  and  General 
Expenditures  1,167,712      147,112 

Expended  for  Equipment  26,772 

Total  Educational  and  General    1,194,484      147,112 
Auxiliary  Enterprises 

Expenditures  

Total  Expenditures  1 ,194,484      147,112 

TRANSFERS : 
Excess  of  Restricted  Disbursements 

Over  Tranfers  to  Revenues        

Net  Increase  or  Decrease  in 

Fund  Balances  $    16,320     $  13,371 


$83,189 
83,189 


-0- 

-0- 

76,987 

76,987 

$  6,202 


$243,355 
1,718 


245,073 


233,529 


5,644 
5,900 

245,073 

245,073 


245,073 

(5,022) 
$  (5,022) 


See  accompanying  Summary  of  Significant  Accounting  Policies  and  Notes  to  Financial 
Statements . 
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BILLINGS   VOCATIONAL-TECHNICAL   CENTER 
Notes  to  the  Financial  Statements 
Fiscal  Year  Ended  June  30,    1981 


1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  with  adjust- 
ments. 

Basis  of  Accounting 

The  financial  statements  are  prepared  on  the  full  accrual 
basis  of  accounting.  Under  the  full  accrual  basis  of  accounting, 
expenditures  are  recorded  when  materials  or  services  are  received 
and  revenues  are  recorded  when  earned.  Revenues  and  expendi- 
tures of  an  academic  term  that  encompass  parts  of  two  fiscal  years, 
such  as  a  summer  session,  should  be  reported  totally  within  the 
fiscal  year  in  which  the  program  is  predominantly  conducted. 
Fund  Accounting  System 

The   state  of   Montana   accounts   are   organized   utilizing   a  fund 
structure  outlined   in  section   17-2-102,   MCA.      For  financial   presen- 
tation,  these  funds  have  been  classified  in  accordance  with  generally 
accepted  accounting  principles. 

-CURRENT    FUNDS- 

Includes      economic      resources      expendable      for     instruction, 
research,    public    service,    and    the    allied    support    programs    which 
are  not  restricted  by  external   sources  or  designated  by  the  govern- 
ing   board    for    other    than    operating    purposes.      Subgroups   of  the 
current  funds  group  are  as  follows: 
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Unrestricted  -  funds  received  for  which  no  stipulation  was 
made  by  the  donor  or  other  external  agency  as  to  the  purposes  for 
which  they  should  be  expended. 

Designated  -  accumulates  costs  that  are  subsequently  recharged 
or  allocated  in  total  to  other  subfunds  and  the  resultant  income; 
identifies  financial  activities  related  to  special  organized  activities 
of  educational  programs  wherein  they  are  fully  supported  by 
supplemental  assessments,  and  track  special  supplies  and  facilities 
fees    that    are    approved    fcr    collection    beyond    normal   course  fees. 

Auxiliary  -  exists  to  furnish  goods  or  services  to  students, 
faculty,  or  staff  through  a  fee  charged  for  the  cost,  although  not 
necessarily  equal  to  the  cost  of  the  goods  or  services.  The 
revenues  are  derived  directly  from  the  operation  of  the  auxiliary 
enterprise  itself. 

Restricted  -  funds  available  for  financing  operations  which 
are  limited  by  donors  and  other  external  agencies  to  specific 
purposes,    programs,   departments,   or  schools. 

-AGENCY    FUNDS- 

Includes    resources    held    by    the    institution    as    custodian    or 
fiscal    agent    for    individual    students,    faculty,    staff    members,    and 
organizations. 
Inventories 

Assets  are  normally  not  recorded  for  supplies  inventory,  but 
are  expensed  at  the  time  of  acquisition. 

Merchandise  inventory,  which  consists  of  the  bookstore  items, 
is  valued  at  FIFO  for  all  goods. 
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Accounts  Receivable 

Based  on  past  experience  of  collectibility,   the  accounts  receiv- 
able   balance    shown    on    the    accompanying    balance    sheet    does    not 
include  an  allowance  for  doubtful  accounts. 
Vacation  and  Sick  Leave 

Expenditures  are  not  recorded  for  annual  vacation  and  sick 
leave  costs  until  the  leave  is  taken.  Classified  or  support  employ- 
ees are  allowed  to  accumulate  and  carryover  a  maximum  of  two 
times  their  annual  accumulation  of  vacation  into  90  days  of  a  new 
calendar  year.  Teachers  have  no  vacation,  while  12-month  adminis- 
trative employees  may  not  accrue  more  than  20  days  of  vacation 
annually. 

Upon  termination,  qualifying  classified  employees  having 
unused  accumulated  vacation  and  sick  leave  are  paid  100  percent 
for  vacation  and  25  percent  for  sick  leave.  Teacher/administrative 
employees  receive  lump  sum  payments  in  accordance  with  contract 
provisions.  The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1981  is  maintained  on  an  hourly 
basis  rather  than  by  dollar  amount.  The  monetary  liability  is  not 
calculated  until  an  employee  terminates. 
2.      EMPLOYEES'    RETIREMENT   SYSTEMS 

The  center's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS)  and  the  Teachers'  Retirement  System 
(TRS).  The  state  contributes  6.2  percent  and  6.312  percent  of  an 
employee's  gross  wages  to  PERS  and  TRS,  respectively.  The 
employee    contributes    6  percent    and    6.187  percent,     respectively. 
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Total     pension    contributions    incurred    by    the    center    during    fiscal 
year  1980-81   were  $6,793  to  PERS  and  $48,378  to  TRS. 

The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1980  the  Public  Employees'  Retirement  System  was  actu- 
arially sound,  while  the  Teachers'  Retirement  System  was  actuarially 
sound  at  June  30,  1979.  The  unfunded  past  service  costs  and  the 
actuarially  computed  value  of  vested  benefits  were  not  readily 
available  for  members  of  the  plans  employed  by  the  center. 

3.  BUILDING  AND   LAND 

Land  and  certain  items  of  equipment  within  the  center  were 
purchased  with  school  district  funds.  The  center's  building  and 
certain  equipment  were  financed  through  a  state  general  long 
range  building  fund  appropriation,  economic  development  adminis- 
tration state  discretionary  funds,  and  a  local  school  district  bond 
issue  for  a  total  facility  construction  cost  of  $3,662,550.  Deprecia- 
tion on  physical  plant  and  equipment  is  not  recorded  by  the  center. 
The  building  and  land  assets  and  associated  bond  liability  will  be 
reported  on  the  school  district's  financial   statements. 

The  center  occupied  its  new  building  in  1980.  The  bonds  for 
50  percent  of  the  building's  construction  cost  were  issued  by  the 
school  district  January  1,  1979.  The  school  district  is  scheduled 
to  make  annual  payments  of  approximately  $95,000,  with  the  final 
installment  being  due  in  1999. 

4.  BUDGETARY    REPORTING 

The  annual  appropriations  process  for  planning  and  controlling 
financial  operations  is  set  for  each  fiscal  year  of  the  biennium  by 
the    Legislature.      At  the   end   of   each   fiscal    year  the  center's  fund 
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appropriations  revert  to  the  fund  of  original  appropriation  and  may 
be  spent  for  valid  prior  year  obligations. 

Budget  amendments  may  be  obtained  to  spend  funds  that  were 
not  available  for  consideration  by  the  legislature  but  have  become 
available  from  sources  other  than  the  state's  General  Fund  or 
Earmarked   Revenue  Fund. 

Appropriations  of  the  center  were  established  within  the 
following  areas: 

1 .  Personal   Services 

2.  Operations 

3.  Capital    Expenditures 

5.  ACCOUNTING   CHANGE 

In    fiscal    year    1980-81     the    center    changed    their    method    of 
accounting   from   the   cash    basis   to  the   accrual    basis.     The  July  1, 
1980  fund  balance  was  restated  to  reflect  this  change.     Consequently, 
the    primary   accounting    records   prior  to   fiscal    year   1980-81    differ 
materially  from  the  fiscal   year  1980-81   accounting   records. 

6.  LEASES 

The  center  leases  their  telephone  system.  Lease  payments 
are  on  a  monthly  basis.  The  center  will  own  this  system  at  the 
end  of  the  72-month   lease  term. 

The  following  is  a  schedule  by  year  of  future  minimum  lease 
payments  under  the  capital  lease  together  with  the  present  value 
of  the  net  minimum  lease  payments  as  of  June  30,   1981: 


32 


Year  Ending  June  30 

1982 
1983 
1984 
1985 
1986 
1987 

Minimum  lease  payments 

Less:      Amount  representing  interest 

Present  value  of  net  minimum   lease  payments 


$  3,076 
3,076 
3,076 
3,076 
3,076 
2,050 

$17,430 

4,396 

$13,034 
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BILLINGS  VOCATIONAL-TECHNICAL  CENTER 


SCHEDULE 

OF 

FULL- 

-TIME  EQUIVALENT  (FTE'S) 

STUDENTS 

FOR 

THE 

FISCAL  YEAR  ENDED  JUNE  30, 

1981 

Number 

of  Students 

1 
r 

Reported 

Quarter 

Year 

Reported 

by  the  Cente 

Contact  Hours 

Summer 

1980 

182 

57,348 

Fall 

1980 

385 

130,131 

Winter 

1981 

409 

137,997 

Spring 

1981 

402 

135,090 

1 


Includes  full-time  and  part-time  students. 
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AGENCY    REPLIES 


Billings  Vocational  Technical  Center 


Billings  High  School  District 

Number  Two 

Phone  (406)  652-1720 


3803  Central  Avenue 
Billings,  Montana 
59102 


March    12,    1982 


RFOFIVED 

MAR  1  7  1982 

MONTANA  LEGISLATIVE  AUDITOR 


Mr.    James    H.    Gillett 

Acting    Legislative    Auditor 

Office    of    the    Legislative    Auditor 

State    Capitol 

Helena,    MT    59601 

Dear    Mr.    Gillett: 

Please    find    enclosed    copies    of    your    report.       Also    please    find    our    responses 
to    the    audit    recommendation    for    the    FINANCIAL    STATEMENT    EXAMINATION 
and    WORK    STUDY. 


Thank    you. 


Sincerely, 


ROGER    E.    BAUER 
Director 


REB/cs 
Enclosures 


A  STATE  DESIGNATED  POST  SECONDARY  CENTER 
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BILLINGS    VOCATIONAL    TECHNICAL    CENTER 

Audit    Response 
Financial    Statement    Examination 


RECEIVED 

MAR  1  7  .982 

MONTANA  LEGISLATIVE  AUNTOt 


RECOMMENDATION    NO.    1 

We    agree    with    the    recommendations. 

This    recommendation    must    be    implemented    by    the    Office    of    Public    Instruction. 

RECOMMENDATION    NO.    2 

We    agree    with    the    recommendation. 

The    Office    of    Public    Instruction    should    coordinate    effort    with    the    State 
Auditors    Office    to    obtain    permission    for    all    Vo-Tech    Centers    to    continue    use    of 
present    payroll    system. 

RECOMMENDATION    NO.    3 

We    disagree    with    the    recommendation. 

The    policy    of    the    Billings    School    District    No.    2    is    to    interpret    business    days 
as    those    days    in    which    a    school    district    is    open    to    conduct    business.       The 
pattern    of    School    District    No.    2    is    to    be    open    Monday    through    Friday    ex- 
cluding   holidays.       Our    correspondence    witli    the    Chief    of    Labor    Standards    of    the 
Department    or    Labor    indicates    our    interpretation    of    the    statute    is    in    agreement 
with    this    guideline. 

RECOMMENDATION    NO.    4 

We    agree    with    the    recommendation. 

A.  Corrective    action    has    been    taken    to    insure    this    recommendation    is 
properly    implemented. 

B.  Corrective    action    has    been    taken    to    insure    this    recommendation    is 
properly    implemented. 

RECOMMENDATION    NO.    5 

We    agree    with    the    recommendation. 

School    District    No.    2    will    maintain    a    plant    property    and    equipment    record 
of    Vo-Tech    assets.       This    item    will    be    included    with    those    valuations    on    the 
School    District's    Financial    Statements,    the    expenditure    for    this    lease    will    be 
capitalized    in    accordance    with    generally    accepted    accounting    principles. 
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RECOMMENDATION    NO.    6 

We    agree    with    the    recommendation. 

Procedures    will    be    implemented    to    insure    proper    expenditure    accruals    are 
recorded    at    year    end. 

RECOMMENDATION    NO.    7 

We    agree    with    the    recommendation. 

This    recommendation    must    be    implemented    by    the    Office    of    Public    Instruction. 

RECOMMENDATION    NO.    8 

We    agree    with    the    recommendation. 

A.  Recommendation    has    been    implemented. 

B.  Recommendation    must    be    implemented    by    Office    of    Public    Instruction. 
RECOMMENDATION    NO.    9 

We    agree    with    the    recommendation. 

Procedures    will    be    implemented    to    insure    proper    accounting    principles    are 
followed. 

RECOMMENDATION    NO.    10 

We    agree    with    the    recommendation. 

Procedures    will    be    implemented    to    insure    proper    accounting    principles    are 
followed. 

RECOMMENDATION    NO.    11 

We    agree    with    the    recommendation. 

Procedures    will    be    implemented    to    insure    proper    accounting    principles    are 
followed. 

RECOMMENDATION    NO.    1? 

We    agree    with    the    recommendation. 

This    recommendation    must    be    implemented    by    the    Office    of    Public    Instruction. 


37 


RECOMMENDATION    NO.    13 

We    agree    with    the    recommendation. 

Guidelines    must    be    prepared    in    cooperation    with    the    Office    of    Public    Instruction 
and    the    Department    of    Administration    for    implementation    at    local    level. 

RECOMMENDATION    NO.    14 

We    agree    with    the    recommendation. 

Guidelines    must    be    prepared    in    cooperation    with    the    Office    of    Public    Instruction 
and    the    Department    of    Administration    for    implementation    at    local    level. 

RECOMMENDATION    NO.    15 

We    agree    with    the    recommendation. 

EQUIPMENT: 

Items    1—4    are    presently    under    study    by    the    Board    of    Trustees    of 
School    District    No.    2.       Procedures    and    guidelines    are    being    prepared 
to    correct    deficiencies    on    equipment    controls. 

CENTER    POLICY: 

Steps    have    been    taken    to    correct    these    situations. 

CASH    AND    PROPERTY: 

The    Board    of    Trustees    of    School    District    No.    2    are    presently    seeking 
bid    proposals    to    implement    a    security    control    system    For    all    of    School 
District    No.    2    property. 

Food    Service    Receipts:        Procedures    have    been    implemented    to    correct 
this    situation. 

RECOMMENDATION    NO.    16 

We    agree    with    the    recommendation. 

Present    reporting    is    according    to    the    guidelines    from    the    State    Vo-Ed 
Department.       Any    changes    to    present    system    must    be    developed    by    the    State 
Vo-Ed    Department. 
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OFFICK  OF  PUBLIC  INSTRUCTION 


STATE  CAPITOL  Ed  Argenbright 

HELENA,  MONTANA    59601  Superintendent 

(406)  449-3095 


RECEIVED 

MAR  1 1  i982 

MONTANA  LEGISLATIVE  AUDJJQR 

James  H.  Gillett 

Acting  Legislative  Auditor 

Office  of  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59620 

Dear  Mr.  Gillett: 

This  correspondence  is  issued  in  response  to  the  audit  of  the  Billings 
Vocational-Technical  Center  for  fiscal  year  ended  June  30,  1981. 

Recommendation  //l 

The  Office  of  Public  Instruction  is  in  basic  agreement 
with  the  recommendation  within  the  scope  of  the  law.   Pro- 
cedures will  be  developed  to  properly  revert  millage  over- 
collections  in  concert  with  the  Department  of  Administration 
but  0PI  reserves  the  legal  authority  to  address  the  shortfall 
of  collections  at  the  Great  Falls  Center. 

Recommendation  //2 

The  question  of  the  vocational-technical  centers'  involvement 
with  central  payroll  revolves  about  questions  of  efficiencies 
and  economics  in  addition  to  misunderstanding  of  exceptions. 
It  is  therefore  the  intent  of  the  Office  of  Public  Instruc- 
tion to  seek  legislative  authorization  to  retain  district 
payroll  systems. 

Recommendation  //3 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #4 

The  Office  of  Public  Instruction  concurs. 
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Recommendation  #5 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #6 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #7 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #8 

The  Office  of  Public  Instruction  concurs  with  the  two  part 
r ecommenda t  ion . 

Recommendation  #9 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #10 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #11 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #12 

The  Office  of  Public  Instruction  will  take  the  recommendation 
under  advisement. 

Recommendation  #13 

The  Office  of  Public  Instruction  concurs  that  legislative  repeal 
and/or  an  update  to  20-7-323,  M.C.A.,  defining  expenditures,  is 
necessary  and  appropriate.   Relief  will  be  sought  to  reflect 
GAAP  categories. 

Recommendation  #14 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #15 

The  Office  of  Public  Instruction  concurs. 
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Recommendation  #16 

The  Office  of  Public  Instruction  is  currently  addressing  the 
policy  on  FTE  calculation  that  will  be  uniform  for  the  state 
system. 

In  summary,  the  Office  of  Public  Instruction  is  in  general  accord  with 
the  audit  recommendations  and  wishes  to  note  that  there  is  a  well 
substantiated  need  to  address  and  clarify  the  center  system  status  as 
a  state  agency  and  the  applicability  of  various  state  laws  and  policies 
for  all  Centers. 

We  wish  to  express  our  appreciation  to  the  Office  of  the  Legislative 
Auditor  and  staff  for  the  thoroughness  of  the  audit. 

Sincerely, 


Ed  Arganbright 
State  Superintendent 


hd 
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